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Structure and Trends 
of Wholesale Prices 

X HE wholesale-price index has remained faHy stable 
despite the slackening of demand in some segments of the 
economy. The Bureau of Labor Statistics weekly index of 
wholesale prices averaged 110.5 (1947-49=100) iii February 
1954, slightlj'' lower than the 110.8 figure for January and a 
partial offset to the 0.7 percent rise from December to Jan­
uary. 'The December-January advance was largely ascrib-
able to a sharp rebound in livestock and live poultry prices 
which were continuing their recovery from the exceptionally 
low figures reached dming the final quarter of 1953 when 
they averaged nearly one-fifth below the 1947—49 base period 
average. The spurt in raw coflFee, tea, and cocoa prices also 
contributed substantially to the January rise. Apart from 

Table 1.—Wholesale C o m m o d i t y Prices, Indexes of Major Groups 
[1947-49=100] 

Item 

All commodities 

, Farm products 

I Processed foods 

All other than farm products and foods. 

Textile products ond apparel 
Hides, skins and leather products. 

II Fuel, power ond lighting 
Chemicals and allied products 
Rubber and rubber products 
Lumber and wood products 
Pulp, paper and allied products.. 

^ Metals and metal products 
Machinery and motive products.. 
Furniture and other household 

durables 
Nonmetollic minerals, structural. 
Tobacco manufactures and bot-

fl tied beverages 
Miscellaneous 

Juiy 

110.0 

97.9 
106.5 

114.8 

97.5 
100.0 
111.1 
106.2 
124.0 
121.1 
115.8 

129.3 
123.4 

114.7 
119.4 

115.6 
95.3 

Ian. 

110.8 

97.9 
100.2 

114.5 

96.6 
96.2 

110.6 
107.2 
124.8 
117.0 
117.1 

127.1 
124.3 

11,5.2 
121.0 

118.2 
101.1 

Number ot Indexes shown 
separately 

Total 

1,041 

03 
138 

1,410 

193 
48 
39 

230 
38 
03 
64 

176 
376 

87 
33 

18 
50 

Higher 

633 

41 
67 

436 

22 
8 

11 
04 
17 
16 
21 

03 
144 

33 
10 

3 
16 

Lower 

432 

46 
61 

330 

97 
28 
16 
30 
9 

32 

Un­
changed 

070 

7 
30 

639 

74 
12 
12 

130 
12 
16 
28 

09 
190 

32 
12 

15 
31 

Source: Basic data, U .S . Department of Labor, Bureou of Labor Statistics. 

farm products and processed foods, there was little change 
fi'om December to January in the other components of the 
index. 

Stability through divergent movements 

Underneath the sm-face, prices of individual commodities 
and commodity gi-oups have shown divergent cross currents. 
Comparison of the January 1954 monthly index of aU com­
modity prices with that of the preceding July reveals that 
out of the 1,641 commodities or minor groups for which 
separate price indexes were pubUshed by the Bm-eau of 
Labor Statistics, 533 had risen durmg the 6 months' interval, 
432 had faUen, and 676 were unchanged.' 

1. The Bureau of Labor Statistics index is a composite of obout 2,000 oommodity price 
quototions but the number of separate prices or prico indexes published in any month is 
loss than thot. Some of the form products ore seasonal ond ore not quoted in oil months 

. while among the mdustrial products there oro instonces such as photographic materials and 
motor vehicles where the hidlvldual prices are not shown separately but represented by tho 
minor group index computed from them. 

The stabUity of the all-commodity index in recent months 
was therefore the result of one large group remaining con­
stant while the.opposing movements of two other large groups 
cancelled out. Although the index of farm-product prices 
for January was identical with that for last July, the index 
had dipped appreciably during the interval and then re­
covered around the year-end Avith 41 items advancing in the 
half-year period, 45 registering declines, and 7 unchanged. 

The processed foods index for January was 106.2 compar 3d 
with 105.5 for the previous July with 57 quotations higher, 
51 lower and 30 unchanged at the end of the interval. 
Among aU commodities other than farm products and foods, 
a much larger proportion—639 out of 1,410—held constant 
with 435 higher, and 336 lower; the January index for this 
gi'oup at 114.5 was 0.3 index points below July 1953. 

Notwithstanding the general stabUity, sharp changes oc-
cmTed in the prices of individual commodities and minor 
gi'oups in this period. Green coft'ee, cocoa beans, tea, 
animal edible fats and oUs, inedible fats and oUs, for example, 
were up 25 percent or more, while commodities showing sub­
stantial losses included hides and skins, leather, natm-al crude 
rubber, plywood, Douglas fir, and nonferrous wne and cable. 

Pattern of price change 

Despite the considerable divergences of price changes with 
some hundreds of commodities moving up and hundreds of 
others going down, the changes were not altogether aimless. 
Upon examination, a faMy definite pattern of changes stands 
forth. One aspect of this pattern can be seen in table 1 
from the preponderance of upward or downward movement 
on the part of the individual items composing the various 
price groups. 

The greater than average weakness of textUe and apparel 
prices, for instance, is apparent not only from the 2 percent 
drop over the period in the group index but also from the 
fact that 4 to 5 individual items declined in price for each 
one that rose. Within the group, the above-average weak­
ness of cotton products was indicated by the fact that out 
of 57 items priced, 49 fell and only 1 rose. Out of 82 items 
of apparel priced, 28 fell and 10 moved up. On the other 
hand, out of 375 individual machinery and motive product 
prices, 144 rose to 41 that fell, whUe among the 33 individual 
nonmetallic structural minerals quoted 19 rose as only 2 
declined. 

Other aspects of the commodity price pattern which wUl 
be outlined in the following pages are: the relative wealmess 
of raw materials prices compared to finished products; the 
relative firmness of nonagiicultural products compared to 
those of agricultural origin; and the relative fu-mness of 
goods destined chiefly for defense or producer uses as against 
those going chiefly to consumers. 

NOTE.—THE AUTHOR IS CHIEF OP THE CURRENT BUSINESS ANALYSIS 
DIVISION OF T H E OFFICE OF BUSINESS ECONOMICS. MR. STUART J. 
WINSTON ASSISTED IN THE STATISTICAL COMPUTATIONS. 
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Prices of synthetics more stable than 
natural materials 
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Recent adjustments have affected prices of raw materials 
and semimanufactures more than prices of largely fin­
ished products (see chart). The greater sensitivity of raw 
materials as compared with finished products to changes in 
economic conditions has often been observed and is r^ardecl 
as a normal feature of cyclical changes. The difference 
stems, of course, from the differences between the two types 
of markets. 

New materials versus finished products 

Prices in raw materials markets are more sensitive because 
they bring together from many parts of the world demands 
for, and supplies of, materials suitable for a wide variety of 
uses. Furthermore, since most raw materials are staple, 
reasonably durable commodities that can be stored, they are 
also subject to wide variations in inventory or stockpile 
demand. Stocks of raw materials in hands of producers, in 
transit and in hands of industrial consumers commonly bulk 
larger relative to current consumption than is the case for 
manufactured products. 

FinaUy, because most raw materials are of agricultural 
origin, it is more difficult to adjust their current supphes to 
current demand than in the case of manufactured products; 
hence, raw materials prices are more often depressed by 
surpluses or hoisted by relative scarcities, as ciurrently is the 
case for coffee, tea, and cocoa. 

As the material passes through each stage of the industrial 
sequence, the seUers and the ouyers are different. Every 
act of processing gives the material a different form utility; 
each transport-over distance gives it a different place utility; 
and in each successive stage the time period covered by 
effective supply-demand factors is shorter and ordinaiily less 
uncertain. Each time the product is sold after having value 
added to it, it is therefore in a different market. 

Generally the potential area of demand becomes more 
restricted in succeeding markets as the increased processmg 
of the materials aims it for a more specific use and therefore 
a narrower area of demand. Finally, since the cost of raw 
materials is ordinarUy a fairly small portion of the cost of the 
finished products into which they enter, substantial per­
centage changes in raw materials prices are translated— 
other costs remaining unchanged—into much smaUer per­
centage changes in final product prices. 

Natural versus synthetic materials 

The striking differences in price behavior between prices 
of natural materials and prices of the synthetic materials 
that compete with them are a form of the raw materials-
fabricated products contrast. These differences are largely 
due to two factors: first, the synthetics have had more 
processing than „the natural mateiials; and, second, the 
natural materials—especiaUy if they are of agricultural 
origm—are produced under quite different conditions of 
supply. 

This second factor can be iUustrated by comparing the 
conditions governing the supply of, for example, cotton and 
rayon. As a field crop, the supply of domestic Cotton is 
subject to aU of the decisions made with regard to the plant­
ing, care, harvesting, and marketing of cotton by several 
hundred thousand independent fanners as weU as being sub­
ject to the uncertainties of the weather and of plant diseases 
and insect damage—^not to mention the possibility of Gov­
ernment controls. The supply of domestic rayon, on the 
other hand, comes from a comparatively smaU number' of 
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Ĵ March 1954 SURVEY OF CURRENT BUSINESS 15 

manufacturing establishments; the 1947 Census reported 38 
establishments produciD.g synthetic fibers. Hence the cur-

^rent supply of rayon can obviously be much more readily 
adjusted to current demand than cotton. From the stand­
point of a more prompt and accurate adjustment of supply 

^ to demand, therefore, the sjmthetic fiber should be, and is, 
more stable in price than the plant fiber (see chart, p. 17). 

Tho greater price stability of the synthetic material is also 
due in part to the fact that it has had more value added to 

>it by manufacture than the natural material. Thus the 
only processing that raw cotton has had prior to being mar-

T a W e 2 . — C h a n g e i n A l l W h o l e s a l e C o m m o d i t y P r i c e s J a n u a r y t o 
• J u l y 1953 a n d J u l y 1953 t o J a n u a r y 1954 

Coutributlons 
to change In 
oil-commod­
ity Index» 

Oommodity price group 

I 
All wholesale commodities 

All agricultural products 
All nonagricultural products 

AU largely manufactured products 
. Agricultural.... 

Nonogrlculturnl 

All raw or semlmanulacturod products. 
Agricultural 

Nonagricultural 

Manufactures: 
Metal products 

•, Fuels and power 
Foods nnd beverages 
structural nonmetalllc mhierals. . . 
Forest products 
Ohemleals .. 
Agrlcultiural nonloods 
Other 

Raw or aemlmanufaoturod products: 
• Ohemleals : 

Concrete Ingredients i 
Mineral fuels 
Agricultural nontoods 
Forest products 
Metals. 
Agricultural foods... 
Other. 

Wholesale prices 

July 1963 as 
percont of 

January 1053 

100.9 

98.9 
102.1 

101.2 
90.3 

102.2 

100.0 
OS. 3 

101.9 

102.7 
1017 
100.2 
104.0 
100.4 
100.3 
97.fi 
99.fi 

104.3 
104.7 
100.3 
99.6 

100.0 
102.6 
98.0 
86.0 

January 1954 
as percent 

of.July 1053 

09.9 

100.2 
09.7 

100.2 
100.5 
100.1 

08.9 
99.7 
98.1 

100.4 
98.9 

100.7' 
100.0 
100.fi 
100.7 
100.2 
99.1 

99.2 
101.3 
100.6 
98.9 

•97.1 
94.1 
99.9 

130.1 

January 1953 
to January 

1964 

0.90 

- . 3 7 
1.27 

1.20 
- . 0 4 
1.24 

- . 3 0 
- . 3 0 

.00 

.95 

.21 

.17 

.00 

.05 

.04 

.21 

.10 

.12 

.03 

.03 
-.04 
-.08 
-.12 
-.26 
.02 

1. Unit Is 1 percent In all commodity Index. Contribution of oooh group Is tho change In 
Its index weighted according to Its relative Importauoo. 

Source: Baslo data from Bureau of Labor Statistics, TT. S. Department of Labor; compu­
tations by Ollico of Business Economics. 

keted is ginning and baling whUe its competitor, synthetic 
, stable fiber,.is the end product of a series of manufacturing 
processes that began with cotton linters, pulpwood, and 
various chemicals. The greater value added by manufac­
ture in the case of tho synthetic stjiiple fiber means that 
payment-to the primary producers constitutes a smaUer 
portionof the'market price of the fiber as compared to cot­
ton, whUe the proportion going to factory labor, fuel, trans­
portation, overhead, and manufacturers' profits form a 
•larger portion. 

The greater price stabiUty of synthetics as compared to 
natural materials is evident from tho .chart. The extreme 
divergence of crude natural .rubber from crude synthetic 
rubber in 1950 and 1951 was due, in addition to the elements 
just outUned, to the fact that it is entirely imported. Hence 
th6-amount avaUable to American users and the prico are 
settled in a world market and therefore subject to the 

J greater uncertainties to which foreign supphes from distant 
sources ai-e subject, especially in times of conflict. 

In aU cases Ulustrated by the chart, the natural materials 
have fluctuated more widely than the synthetics, silk yarns 
more than nylon yarns, cotton more than rayon both as 
nbers and also as yarns. 

Scrap prices lower 

Prices of scrap materials are related to prices of new raw 
materials. Wlien various types of goods have been used up 
to the point of being junked, the resulting scrap materials 
may be recycled baclc into the productive process and, to a 
certain extent, they then become competitive Avith new raw 
materials. 

Prices of scrap materials are ordinarUy much more volatile 
than prices of new materials because of quite different con­
ditions of supply. The cost of the materials appearing in the 
scrap markets consists of two major elements: (a) the cost to 
the dealers and others handUng the scrap for collection, pro­
cessing—if any—and marketing plus their profit margin, 
and (b) the purchase price paid to the owners of the goods 
being junked. 

Prices received by the owners of the goods being junked 
vary widely depending upon industrial demand, whUe the 
prices at which scrap is marketed by dealers, brokers, or 
seUers of industrial scrap fluctuates considerably more than 
the corresponding new materials. When the scrap under-
seUs new materials by a sufficiently wide margin producers 
that can substitute scrap for new materials will tend to use 
relatively more of it and thus put pressure on the prices of 
new materials. 
• Comparative percentage changes in the prices of some new 
and scrap materials to January 1954 from previous years are 
as foUows: 

Percent 

January 1950 to January lOBS to 
Ferrous metals: January tOSi Jamiary 19Si 

Pig iron and ferro-alloys 24 2 
Iron and steel scrap —4 —29 

Aluminum: 
Ingots, virgin • 26 7 
Scrap (average 6 grades) i 18 11 

Copper: 
Electrolytic ingots : . ._ ' 63 23 
Scrap (average 3 grades) , 60 19 

Lead: 
Pig,-desilverized. _• 11, —7 
S crap (average 2 and 3 grades) ^ . 8 —11 

Zinc: 
Prime western 0 —22 
Scrap (average 4 grades) —23 —36 

Paper materials: 
Woodpulp . . | 21 1 
Waste paper —7 —9 

The importance of scrap in tho metal industries is indicated 
by tho fact that ia. recait years scrap has constituted from 
45 to 48 percent of the' input into steelmaldng whUe in the 
nonferrous metal industries output of secondary metals 
(i. e., metals made from scrap) has ranged from one-fourth 
to one-third of the total. 

Significance of cheaper raw materials 

The downward adjustment of raw material prices is one 
factor tending to jnako possible some reduction in tho prices 
of finished products. , Tho relative contributions of the 
major commodity price groups to the change in the goneral 
wholesale price level from January 1.953 to JiUy 1953 and, 
from July 1953. to January 1954 are shown in table 2. I t 
wUl be seen that io>the second of th^se periods, the prices 
of all raw or semimanufactured materials moved, to depress 

http://97.fi
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the price level by 0.3 percent whUe the prices of all manu­
factured products were lifting it by 0.2 percent.^ 

Agricultural versus nonagricultural prices 

The influences upon price level movements of agricultm'al 
and nonagricultural products have been reversed during the 
past year. From January to July 1953, the rise of one index 
point in aU wholesale prices was due to a rise of nonagricul­
tural product prices only partly offset by a decline of agri­
cultural prices. In the 6 months from last July to last 
Januaiy, however, the fractional easing off in the all-
commodity price index was ascribable to a minor decline 
in prices of nonagricultural products which slightly more 
than offset a minor rise in prices of agricultural products. 

For the first 8 months of 1953, lower prices of raw materials 
were entirely accounted for by declining agricultural ma­
terials as nonagricultural raw materials continued to move 
up along with manufactured products. Beginning with 
September, however, the index of nonagricultural raw ma­
terials prices began to ease off; its decline for the half year 
from July to last January surpassed that of agricultural raw 
materials which recovered substantially between November 
and January. 

Among agricultural raw materials, food products were 
slightly weaker than the nonfoods in the year elapsing 
between January 1953 and January 1954. An index of raw 
foods based on Bureau of Labor Statistics data stood in 
Januaiy 2.1 percent lower than in Januaiy 1953, while an 
index of raw agricultural nonfoods was off 1.5 percent. Raw 
foods were weakest during the first 10 months of the period, 
recovering substantially in December and January. During 
much of 1953, livestock and live poultiy prices were down 
substantiaUy, but they recovered sharply in the latest months. 

Agricultural nonfoods 

The relatively stronger trend of raw agricultural nonfoods 
as compared with the foods was largely accounted for by the 
firmness of plant and animal fibei-s and leaf tobacco prices as 
most other components except inedible fats and oils stood 
lower in January than in January 1953. The slight rise 
during 1953 in plant and animal fiber prices was due to 
Government support of domestic cotton and wool and to 
higher prices of such imported fibei-s as wool and jute. 
Leaf tobacco prices were also supported and relatively un­
changed in January from the previous January. 

Alost of the decline in the nonfood price index was due to 
crude natural rubber, which was approximately 30 percent 
lower in January than in the opening month of 1953, in 
continuation of the fall from the March 1951 speculative 
peak. However, hides and skins prices, traditionaUy a 
bellwether among sensitive commodities, also contributed 
substantiaUy to the decline with a loss of 9 percent during 
the year. Virtually all of the drop in hides and skins prices 
occurred in the half year following July 1953 and it accounted 
for most of the decline in the raw agricultural nonfoods 
index for that period. 

At the beginning of 1954, agricultural raw. materials as a 
group had lost aU of the price rise recorded during 1950 
and 1951. In January raw food prices stood 4 percent above 
the June 1950 level whUe raw agricultural nonfood prices 
were 6 percent below it. 

2. Tho carefully defined prices employed in the construction of the wholesale price Index 
do not, of course, show the exact net cost ofgoods to the buyer. Absorption of transportation 
charges, hidden discounts, alterations in terms of payment, and clianges tn other types of 
spceialconce5Slons,Bllofwhlchhelptodetermlnetheactualcost of goods sold, aro purposely 
and spcclfleally excluded from the price quotations entering into tho wholesale- price index. 
When substantial reversals aVo occurring in supply-demand conditions, thoy aro 
commonly reflected sooner in these and other special concessions boforo they affect quoted 
list prices. At such times, the wholesale price index will lag somewhat in rciiccting changes 
I n net cost of commodities to buyers when prices arc rising as well as when they arc declining. 

SURVEY 0F CURRENT BUSINESS March .1934 

Agricultural manufactures 

Prices of products manufactured from agricultural matori- •> 
als have held up better than the raw materials prices. 
Processed agricultural foods and beverages prices, having 
registered moderate fluctuations largely due to seasonal 
influences, opened 1964 less than 1 percent above where 
they had been 12 months earlier. But whUe raw foods prices 
had lost the major portion of theii* rise from June 1950 to the 
spring.of 1951, prices of processed foods retained two-thkds , 
of the earlier gain, standing in January 10 percent above the 
June 1950 average. 

Prices of products manufactured from agricultural nonfood 
materials have not held up so well as the foods, since the 
January 1954 index was only 4 percent above June 1953. 
During the past year, these manufactured nonfoods and the 
raw products entering into their production have each 
declined about 2 percent. Among the manufactured non-
foods, most of which showed losses for the year, cigarettes 
registered a substantial rise while cotton manufactures and 
manufactured animal feeds accounted for almost all of the 
group's decline in the wholesale rnarkets. 

Nonagricultural materials 

Nonagricultural materials and the products made from 
them, governed by quite difl'erent conditions of supply and 
also of demand from those originating in agriculture, showed 
considerably more strength in wholesale markets in the past 
year .with a 2 percent rise from Januaiy to January. This 
relatively greater firmness was, however, confined to the 
January-rAugust 1953 period. 

Raw materials in this category continued rising for 8 
moijths in 1953 and, notwithstanding their decline in tha 
past 5 months, stood in January only fractionally below 
January 1953 and 10 percent higher than in June. 1950. 
Fabricated products prices edged steadity upward until 
November, then eased off .2 percent in December and 
January when they were about 2 percent above January 
1953. In the opening month of the year, the prices of these 
manufactured products stood one-seventh above the June • 
1950 level and they were also higher on the average..than 
prices quoted in the spring of 1951 when the all-wholesale 
commodity price index reached its peak. 

The greater fu-nmess of nonagricultural prices in recent 
months compared with prices of agricultural products is 
ascribable at least in part to the prompt adjustment of supply 
to changes in demand. Thus with manufacturers' sales in ^ 
January 10 percent below their midyear figures, industrial 
production schedules were correspondingly trimmed back. 

The outstanding firmness of products irianufactured from 
nonagricultural materials in recent months was manifested in 
all major groups—metals, chemicals, forest products, and proc­
essed fuels and power. Manufactured metals and forest prod­
ucts are instances where the January 1954 prices of finished 
products were substantially higher relative to June 1950 than 
then- raw materials. The reverse is true in the cases of fuels 
and chemicals where the raw materials in January 1954 were 
considerably higher relative to June 1950 prices than prices of 
the finished products. With regard to the fuels group, how­
ever, it should be noted that the most important one, coal, 
dominates the raw materials index but its finished product, 
coke, exerts only a smaU influence in the manufactured 
products index.^ 

3. Although dlllerent weights may give tho price of a raw material relative Inlluence In tho 
raw materials index that is diflorent from the influence of the products fabricated from It in the 
manufactured products price index, tho significant dlflercnccs In the movements of tho raw 
materials price indexes from those of the manufactured products price Indexes ore very largely 
the reflection of price rather than weight differences. This I3 easily demonstrated by com­
paring the prices of a substantial number of individual raw matcrljls with prices of various 
products fabricated from them. 
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In contrast to the firmness of the prices of finished products 
in recent months, prices of aU major groups of nonagricultural 
raw materials except fuels have been edging downward since 
the late summer of 1953. With coal prices steady at their 
liighest postwar figures, fractional declines in liquid fuels have 
scarcely budged the raw fuels price index. 

Metal prices 

Among the raw metals, the major adjustment has occurred 
in scrap or secondary metals. However, substantiaUy lower 
quotations were recorded for such primary nonferrous metals 
as tin, copper, lead, and zinc foUowing resumption of free 
trading in the London market. 

Despite the easing of raw metal prices, prices of fabricated 
metal products continued to creep higher as recently as in 
January. The machinery and motive products group price 
index, comprising the most important fabricated metal prod­
ucts, edged upM ârd in every month, more than ofl'setting very 
minor downward adjustments in finished iron and steel, non-
ferrous metal products such as wire and cable, fabricated 
structural metals, plumbing equipment, household appli­
ances, radios, television sets, phonographs, watches, and 
clocks. 

Prices of metal manufactures have remained firm whUe 
demand has declined, partly because output was quickly ad­
justed do^^^^ward. Sales b̂ ^ manufacturers of fabricated 
metals, machinery, and transportation equipment in January 
were 11 percent lower than in July, whUe fabricated metals 
and metal products output as measured by the Federal 
Reserve index was off 9 percent. 

Forest products " 

Manufactured forest product prices rose to the end of the 
year whUe prices of raw materials have declined since AprU 
1953. The movement of lumber prices dominated the raw 
materials index with woodpulp and waste paper in secondary 
roles, whUe prices of paper and paperboard products largely 
governed the finished goods price index with mUlwork, 
plywood, and wood furniture secondary. Hence the decline 
in raw forest products prices has been chiefly due to lower 
quotations for lumber although waste paper dropped sub­
stantiaUy. Downward adjustments in prices of plywood 
and very smaU reductions in prices of millwoi'k and wood 
furniture among the finished products were more than 
oft'set by fu-m and rising prices of most paper and paperboard 
products. 

Chemicals 

Since late summer of 1953, prices of raw or semimanufac­
tured chemicals, easmg oft", have diverged from manufactured 
chemical products wliich have edged upward. The down­
ward movement of raw or semimanufactured chemicals 
prices is enthely due to industrial chemicals. Among the 
manufactured products, only synthetic textUes were adjusted 
downward whUe a broad but diverse group of other chemical 
products held firm or continued graduaUy higher to the year-
end. Among these were soaps and synthetic detergents, 
plastics, and prepared paints. 

Shifts in price relationships 

As a result of the upheaval and subsequent adjustment of 
prices associated with the Korean period of defense buUdup 
and the accompanying investment boom, interrelationships 
between price groups are currently somewhat different from 
what they had been previously. It is convenient to use 

June 1950 as the starting point for measuring these shifts 
as the Bureau of Labor Statistics index of all wholesale prices 
was 100.2 in that month (1947-49=100) after recovering 
moderately from somewhat lower levels during the recession 
of 1949. The subsequent period marked the second phase 
of the postwar ijrice advance, the first having ended with the 
1948-49 correction. 

Measurement of the changes from this particular month 
carries no implication that the price relationships at that 
time were in any sense proper or balanced or the contrary. 
It is simply a convenient starting point in the pre-Korean 
period from wliich to measure. 

A^ajor results of this second phase of the postwar price 
rise are two: (a) as of Januaiy 1954, the wholesale price level 
was one-tenth above that of June 1950, and (b) substantial 
shifts have occurred in the structure of wholesale prices as a 
consequence of divergent movements during the interval of 
various commodities and gz'oups. 

Outstanding shift between June 1950 and January 1954 has 
been the 5 percent loss of raw material values relative to the 
prices of all wholesale commodities and the concomitant 
gain of nearly 2 percent in the relative value of manufactured 
products (see fii'st chart). Tliis sliift manifests itself cur­
rently in a widening spread between prices of raw or semi­
manufactured materials and prices of the products made from 
them. 

All groups of raw or semimanufactured materials, except 
chemicals wliich appreciated sharply, have depreciated rela­
tive to the general price level in varying, degrees between 
these two dates. AgriciUtural" materials experienced the 
largest decline with the nonfoods dropping 13 percent relative 
to the general price level as against 8 percent for the foods. 
Semimanufactured forest products lost 6 percent compared 
to aU wholesale prices but stiU retained 4 percent of then-
earlier appreciation from the 1947-49 base period. The 
relative decline of raw or semimanufactm'ed fuels and metals 
was only nominal. 

Shifts among manufactures 

Although the index of prices of aU manufactures rose 
slightly relative to all wholesale prices between June 1950 and 
January 1954, the major component groups diverged widely. 
Three major groups of manufactures appreciated substan­
tially; forest products rose 9 percent, metal manufactures 
including machinery and velucles, 7 percent and nonmetaUic 
structural mineral manufactures 6 percent relative to the 
general level. Prices of the foUowing groups of manufactures 
fell relative to the general price level during the interval; 
chemicals, off only nominaUy; fuels and power, down 3 per­
cent; manufactured agricultm-al products, foods off 2 percent 
and nonfoods losing 5 percent; and apparel which declined 
3 percent in this period and a total of 11 percent since the 
1947-49 base period. 

The most common pattern running through these various 
shifts indicates that the necessities of the period favored the 
appreciation of those commodities, largely durables, required 
for defense and investment purposes. Commodities des­
tined chiefly for consumers and subject to less stringent con­
ditions of supply and demand consequently did not match 
the rise in the general price level. Thus metals and metal 
products moved up relative to aU commodities whUe foods, 
textUes and apparel lost ground; lumber and wood products 
and nonmetaUic structural minerals gained whUe agricultural 
nonfoods declined. 

The pattern is by no means perfect; prices of some dur­
ables, plywood for example, have lagged relatively while 
prices of some nondurables have been quite strong. But the 
broad trend is evident from the change in the ratios of the 

J 
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following special price indexes to the index of aU wholesale 
prices (1947-49=100) in June 1950 and January 1954. 

" Raw or semimanufactured materials: Allcommodityprtces'=100percenl 
Durables: lumber, concrete ingredients <̂ "«« 'BSO Jonuory mi 

andallmetals 109.6 105.0 
A.11 other raw or semimanufactured 

materials 95.8 91.7 

Manufactures: 
Durables: millwork, plywood, wood 

furniture, all metal products, all 
nonmetallic structural minerals 

All other manufactures 
106.5 
97.0 

112.9 
95.5 

Although durable raw materials were stUl above the all-
commodity price level in January 1954, the spread between 
them and all other raw materials had not increased in com­
parison to the earlier period. Among manufactures, how­
ever, prices of durables in January 1954 showed a substan­
tiaUy increased margin relative to prices of nondurables as 
compared to June 1950. 

Another aspect of price shifts was obtained by singling 
out two special groups of commodities; those half again as 
high or higher than in the 1947-49 base period and those 
one-thu'd or more below base period levels. There were 62 
individual items in January priced 50 percent or more above 
the 1947-49 average prices. These included a variety of 
commodities ranging from 34 metals or metal products to 
green coffee and foreign apparel wool. 

There were 50 commodities or minor groups priced one-
thu-d or more below tho 1947-49 average prices. One 
prominent group consisted of 10 fats and oUs, including 
both edible and inedible kinds. Another comprised 14 
chemicals including 10 drugs and pharmaceutical materials. 
A textUe group included bm-lap and one type of cotton goods 
in addition to women's nylon hosiery and 7 other sjmthetic 
textUe products. There were 6 agricultural foods. Among 
a group of agricultural nonfood products was the hides and 
skins group index pulled down by low c[uotations of all 6 
grades of cattle and calf skins and 2 kinds of goat skins. 
Lowest of all price indexes—and iUustrative of what happens 
in the case of newly developed products—were penicillin, 10 
percent and streptomycin, 11 percent of the 1947-49 average 
prices. 

Generalizations as to the significance of these shifts would 
have to be made with considerable caution. Price shifts 
relative to the general price level might, for instance, be 
only ternporary and might be reversed at some future time. 
That could easUy be the case for agricultural commodities— 
especially coffee and cocoa—which have appreciated relative 
to the general price level because of current shortages or 
those others which have fallen because of existing surpluses, 
such as fats and oUs. The metals might not retain their high 
vantage point relative to the price level in a future period 
when personal consumption absorbed a considerably larger 
share of the national product and defense combined with 
fixed investment a smaUer share. 

Furthermore, lowering of a given commodity's price rela­
tive to the general level of prices could occur for quite 
different reasons. For an estabUshed product, it could stem 
from a decline in demand relative to a fairly static supply 
situation as in the case of most textUes and apparel; or, in 
the case of a new and fast-growing industry it coiUd result 
from a rapidly expanding productive capacity progressively 

reducing cost ahead of rising demand as in the case of peni-
ciUin and streptomycin and, on a less dramatic scale, syn­
thetic fibers and textiles. 

Technical Note 

The indexes of raw or semimanufactured materials and manufactured 
products used in this study were obtained by regrouping various com­
ponents of the Bureau of Labor Statistics index of wholesale com­
modity prices. All components were used, each one weighted by the 
same weights employed by the Bureau of Labor Statistics. 

The components of the indexes of raw or semimanufactured ma­
terials and of manufactured products as regrouped by the Office of 
Business Economics are as follows: 

Agricultural products 
Foods: Raw.—Fruits and vegetables; grains; livestock and live poultry; 

fluid milk; eggs; peanuts; cottonseed; soybeans; raw coffee, 
tea and cocoa beans. 

Processed.—Processed foods group less fish; alcoholic beverages; 
non-alcoholic beverages. 

Nonfoods: Raw.—Plant and animal fibers; hay; hayseeds; flaxseed; 
copra; leaf tobacco; hides and skins; inedible fats and 
oils; natural crude rubber. 

Manufactured,—Cotton, wool, silk and other textile prod­
ucts; leather; footwear and other leather products; 
tires, tubes and other rubber products (with )4 weight); 
cigarettes, cigars and other tobacco products; and -man­
ufactured animal feeds. 

Forest products , 
Raw or semimanufaclured.—Lumber, woodpulp and waste paper. 
Manufactured.—Millwork; plywood; paper; paperboard; converted 

paper and paperboard products; building paper and board; wood 
furniture, household and commercial. 

Chemicals 
Raw or semimdnufaclured.—Synthetic and reclaimed crude rubber; 

synthetic fibers; industrial chemicals; paint materials; and fertilizer 
materials. 

Manufactured.—Synthetic yarns, fabrics and knit goods; prepared 
paints; drugs, pharmaceuticals, cosmetics and perfumes; mixed fer­
tilizers; other chemical products; tires, tubes and other rubber prod­
ucts (with }•< weight). • 

Fuels 
Raw or semimanufactured.—Coal, gas, petroleum and natural gasoline. 
Manufactured.—Coke; electricity; gasoline, kerosene, fuel oils; and 

lubricants. 

Metals 
Raw or semimanufactured.—Iron ore; scrap; pig iron and ferro-alloys; 

semifinished steel; castings and forgings; nonferrous primary and 
secondary metals and scrap. 

Manufactured.—Finished iron and steel products, including structural 
metals; nonferrous metal products; metal products and equipment 
such as containers, hardware, plumbing, heating, furniture, appli­
ances, including radios and TV sets, silverware, cutlery, watches and 
clocks, machinery and motive products. 

Nonmetallic minerals, structural 
Raw or semimanufactured.—Concrate ingredients. 
Manufactured.—Glass products; concrete products; clay products; gyp­

sum products; vitreous china plumbing equipment; asphalt roofing 
and other nonmetallio minerals. 

Included in totals but not shown separately 
Raw.—Unprocessed fin fish. 
Manufactured.—Processed fish; apparel; upholstered furniture, bedding, 

and floor covering; toys; sporting and athletic goods; notions and 
accessories; jewelry and photographic equipment; and other mis­
cellaneous products. 


